A CONSUMER GUIDE TO THE

MARYLAND
LONG-TERM CARE
INSURANCE
PARTNERSHIP PROGRAM

INSURANCE
ADMINISTRATION







A CONSUMER GUIDE TO THE

MARYLAND
LONG-TERM CARE
INSURANCE
PARTNERSHIP PROGRAM

INSURANCE
ADMINISTRATION



e o o o[able of Contents

WhoWeAre © ¢ o ¢ ¢ 6o ¢ e 6 0 00000 0oo0oososcocscccel]
How We Help Consumers ® ® @ ¢ ¢ ¢ o o 0 0 060600000000 0]
What Is Long-Term Care? © ¢ © ¢ ¢ ¢ e o o e 0 00 c 0000000
How Much Does Long-Term Care Cost? ® ® © @ ¢ e o o o o s 0 0 0 o)
What Can I Do To Pay For My Long-Term Care Costs? ® © ® o o ¢ o o2
Does Medicare Cover Long-Term Care? ©® ® © @ o ¢ ¢ o o 0 0 0 00 03
What If I Have a Medicare Supplemental Policy? © @ o e o ¢ o o ¢ ¢ o3
What Are Long-Term Care Insurance Benefits? © @ @ @ ¢ o ¢ ¢ 0 ¢ ¢ 03

Should I Purchase Long-Term Care Insurance Or A Long-Term Care
Insurance Rider To My Life Insurance Or Annuity Contract?® ® ® ¢ * 3

Questions You Need To Ask Before You
Purchase Long-Term Care Insurance © © © © e o ¢ ¢ o o ¢ 0 0 o 04

What Is The Maryland Long-Term Care

Insurance Partnership Program? © © o o ¢ e ¢ o o 0 o 0 0 0 0 0 ¢4
How Does This Asset Protection Work:? © © ¢ ¢ e ¢ o 6 ¢ 0 0 000 05

Do The Other Medicaid Eligibility Requirements Still Apply
To Me If I Purchase A Partnership Policy? © @ ® ¢ e o ¢ o 0 ¢ ¢ 0 ¢5

Are There Any Other Benefits Of Purchasing A Partnership Policy? ® * ¢ 5
What Could Disqualify Your Policy As A Partnership Policyte o o ¢ o o5

What If I Have An Existing Long-Term Care Insurance Policy.
Can I Turn It Into A Partnership Policy?e © o e o o e o o 0 0 0 0 0

Where Can I Purchase A Partnership Plan?e © o o o o o o 0 o 0 o 0 o

How Will I Know I Have Purchased A Partnership Policy © ® o o o ¢ ¢ 6

Maryland Insurance Administration ® 800-492-6116 * www.mdinsurance.state.md.us




Who We Arce e @ o @

The Maryland Insurance Administration is the State Agency that regulates the
business of insurance in the State of Maryland. If you are having a problem related to
insurance, the MIA will try to help you to solve that problem.

How We
Help Consumerse o o o

We provide assistance to consumers, businesses, health care providers (doctors,
hospitals), and producers (agents and/or brokers) in all areas of insurance; including
life, health, disability, workers compensation (however, we do not have jurisdiction
over workers compensation claims), automobile, homeowners, and property.

* Wk can provide you with answers to your general insurance questions and suggest
actions or processes that you may wish to follow in order to address and resolve
your insurance questions or problems.

*  We can provide you with educational materials (such as homeowners and
automobile consumer guides) to help you to understand the types of coverages
you may be purchasing and your rights and obligations you may have with respect
to various types of insurance policies as well as what you may wish to consider and
the types of questions you may wish to ask when you are shopping for insurance.

*  We can provide you with guides that may help you to compare rates among
insurance companies writing automobile, homeowners, health coverage for small
employers, and for Medicare supplement insurance policies.

*  We may be able to investigate any circumstance that you bring to our attention,
in writing, to ensure that the companies and individuals that are engaged in the
business of insurance in our State obey Maryland laws and regulations.

*  We may be able to investigate written allegations that your insurance carrier,
insurance producer (agent), or other entity engaged in the business of insurance:
- did not pay or authorize the payment for medically necessary services;
- has improperly denied or delayed payment of all or some portion of your claim;
- has improperly terminated your insurance policy;
- has improperly raised your insurance premiums;
- has made false statements to you in connection with the sale of insurance or the
processing of insurance claims;
- overcharged you for services, including premium finance charges.
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What Is Long-Term Care?

Individuals with a prolonged illness, disability or cognitive condition (for example,
Alzheimer’s disease) often need someone to help them with their daily activities (such
as dressing, bathing, etc.) as well as skilled medical attention. Long-term care services
may include care management, rehabilitation services, adult day care or hospice.
These services may be delivered in an assisted living facility, at home or in a nursing
home.

How Much Does Long-Term Care Cost?

The cost of long-term care depends on a number of factors, including the type of care
you receive, where you receive this care, who provides this care and the length of time
you need to receive this care. According to the National Clearinghouse for Long-
Term Care Information, the national average cost for long-term care services in 2009
are as follows:

* $198/day for a semi-private room in a nursing home

$219/day for a private room in a nursing home

$3,131/month for care in an Assisted Living Facility (for a one-bedroom unir)
$21/hour for a Home Health Aide

$19/hour for a Homemaker services

$67/day for care in an Adult Day Health Care Center.

What Can I Do To Pay For My Long-Term Care Costs?

Paying for long-term costs does not need to be overwhelming. There are several
options available that can make paying for long-term care more manageable.

1. You could choose to invest your money or purchase an annuity. (See the
Maryland Insurance Administration’s A Consumer Guide to Annuities.)

2. You could choose to sell certain assets (for example, your home or other real
estate.)

3. Maryland’s Medical Assistance Program (Medicaid) provides coverage for some
long-term care services, but is only available to individuals who satisfy certain
eligibility requirements. You may be eligible for Medicaid depending upon your
income and/or health status. For more information about the eligibility rules
for Maryland’s Medical Assistance Program, visit the Department of Health and
Mental Hygiene’s Website, www.dhmb.state. md.us/mmalmmahome.html. The link
for Medical Care Programs Eligibility explains the eligibility requirements. The
link for “Long Term Care” gives an overview of which Long-Term Care Services
are covered.

4. You could purchase a long-term care insurance policy.

5. You could purchase a long-term care insurance partnership policy.
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Does Medicare Cover Long-Term Care?

If you are eligible for Medicare, Medicare may provide limited coverage for skilled
nursing and rehabilitation services that are provided in an approved facility.
Medicare does not cover custodial care services, intermediate care or services that
are needed for a prolonged period of time. For additional information about
Medicare, visit the Center for Medicare and Medicaid web site,
www.cms.hbs.govihomelmedicare.asp.

What If I Have A Medicare Supplemental Policy?

If you have a Medicare supplemental policy, keep in mind though that while some
supplemental policies provide a limited benefit to help pay for at-home recovery

on a short-term basis, not all do. Also, while some of the Medicare supplemental
policies provide a limited benefit while you are confined in a skilled nursing facility,
the benefit will only be payable for the 20th through the 100th day of skilled nursing
care in a nursing home. Under such a policy, you would not receive any benefits if
you are receiving custodial or intermediate care or if you need care after the 100th
day of confinement. It is important that you carefully review and understand the
terms of your policy and what it covers and how much it pays.

What Are Long-Term Care Insurance Benefits??

Long-term insurance contracts and long-term care insurance riders to life insurance
contracts and annuity contracts provide coverage for certain long-term care expenses
that are not usually covered by traditional health insurance, HMO contracts,
Medicare or Medicare supplemental policies. Coverage is provided when you are
unable to do a certain number of activities of daily living (such as bathing, eating,
transferring) or are cognitively impaired. While the exact terms and conditions of
coverage depend upon your individual policy, long-term care insurance generally
covers services such as nursing home stays for custodial, intermediate and skilled
nursing care. These policies may also cover home health care and adult day care.
Long-term care insurance can be purchased as a separate stand alone policy or as

a rider to a life insurance contract or annuity contract. For more information on
long-term care insurance, see A Shopper’s Guide to Long-Term Care Insurance, which
is produced by the National Association of Insurance Commissioners.

Should I Purchase Long-Term Care Insurance Or A
Long-Term Care Insurance Rider To My Life Insurance

Or Annuity Contract?

Long-term care insurance is not for everyone. Before purchasing a policy or a rider
to your life insurance or annuity contract:

*  Be certain that you understand what the policy or contract covers, the limits of
the policy or contract, and that you can afford the premium.
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e Itisagood idea to consult with a tax advisor, as well as an insurance advisor,
when deciding whether a long-term care policy or contract is right for you
because you may be eligible for federal and state tax benefits. Maryland law
provides for a one time tax credit of up to $500 after you purchase a long-term
care insurance policy. In addition, federal law provides tax advantages
if you purchase a qualified plan.

Questions You Need To Ask Before You Purchase Long-

Term Care Insurance Or A Long-Term Care Insurance
Rider To Your Life Insurance or Annuity Contract:

*  What type of care is covered?

* Is there a waiting period before I can start using the benefits?

*  What happens if I am late paying the premium?

* Is there a maximum number of days the policy or contract covers?

*  Does the policy or contract have a per day limit? If so, does it take inflation into
account?

*  What are the rules about pre-existing conditions?

*  What must happen in order for me to receive benefits under the policy or
contract, i.e. doctor’s certification, unable to perform daily activity?

*  Has the insurer received approval to sell long-term care insurance in Maryland?

What Is The Maryland Long-Term Care Insurance
Partnership Program?

The Maryland Long-Term Care Insurance Partnership Program is an innovative
partnership between Maryland and private insurance companies who issue long-
term care insurance policies. A policy sold under the Long-Term Care Insurance
Partnership Program, by law, must meet the same standards as a long-term care
policy not sold under the program. In addition, a partnership policy must meet
certain specific federal and state requirements, and be certified as a “long-term

care partnership policy” by the Commissioner of the MIA. Partnership policies
provide an additional level of protection, when compared to a regular long-term care
insurance policy. In particular, such policies permit individuals to protect additional
assets from spend-down requirements under Maryland’s Medicaid program if
assistance under this program is ever needed and you qualify.
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How Does Asset Protection Work For The Long-Term
Care Partnership Program?

The asset eligibility and recovery provisions of the Medicaid program of Maryland
are applied by disregarding an additional amount of assets equaling the amount of
insurance benefits you have received from your Partnership Policy. For example, if
you had received $200,000 of insurance benefits from your Partnership Policy at the
time of application for Medicaid, you generally would be able to retain $200,000

of assets above and beyond the amount of assets normally permitted for Medicaid
eligibility.

Do The Other Medicaid Eligibility Requirements Still
Apply To Me If I Purchase A Partnership Policy?

Yes, including special rules that may apply if the equity in your home exceeds a
certain threshold. (As of 2009, the equity value limit was $500,000, but this limit
may change over time based on Federal standards.) In addition, you must meet the
Medicaid program’s income requirements and may be required to contribute some of
your income to the costs of your care once you become eligible for Medicaid.

Are There Any Other Benefits Of Purchasing A
Partnership Policy?

Yes. There may be tax benefits. By law, to qualify as a Partnership Policy the policy
must be a qualified long-term care insurance contract under Federal tax law, and

as such, the insurance benefits you receive from the policy will generally be subject
to beneficial income tax treatment. (Please note that a policy can be a qualified
long-term care insurance contract under Federal tax law, with the same beneficial
income tax treatment, even if it is not a Partnership Policy.) In addition, if you were
under age 76 when you purchased your Partnership Policy, it must provide inflation
protection to help protect against potential future increases in the cost of long-term
care. (For older purchasers, an offer of inflation protection is required.)

What Could Disqualify Your Policy As A Partnership
Policy?

If you make any changes to your policy or certificate, such changes could affect
whether your policy or certificate continues to qualify as a Partnership Policy.

Before you make any changes, you should consult with the issuer of your policy

to determine the effect of a proposed change. In addition, if you move to a state
that does not maintain a Qualified Partnership or does not recognize your policy

as a Partnership Policy, you would not receive Medicaid asset protection in that
state. Also, changes in federal or state law could affect the Medicaid asset protection
available with respect to your Partnership Policy.
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What If I Have An Existing Long-Term Care Insurance
Policy? Can I Turn It Into A Partnership Policy?

No. Federal rules require that any Partnership Policy be issued after the date of the
State Plan Amendment. If you purchased a policy before January 1, 2009, or before
the date your particular insurer was certified to sell a partnership policy in Maryland,
it would not qualify as a partnership policy.

Where Can I Purchase A Partnership Plan?

Companies wishing to sell a Partnership long-term care policies are required to
go through a stringent review process. The Maryland Insurance Administration
will maintain a list of approved companies. You may obtain a copy of that

list by contacting us at 800-492-6116 or by visiting the Maryland Insurance
Administration’s web site at www.mdinsurance.state.md.us.

How Will I Know I Have Purchased A Partnership
Policy?
The schedule page of the policy is required to contain a notice if the policy is a

Partnership Policy. The notice on the Schedule page will indicate whether the policy
is intended to meet the standards to be a Partnership Policy in Maryland.

Under State law, the carrier is also required to provide a separate notice, on its
letterhead, that explains the benefits of the policy and explain the special rights of a
partnership policy.
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This consumer guide should be used for educational purposes only. It is not intended to provide legal
advice or opinions regarding coverage under a specific insurance policy or contract; nor should it be
construed as an endorsement of any product, service, person, or organization mentioned in this guide.

This publication has been produced by the Maryland Insurance Administration (MIA) to provide
consumers with general information about insurance-related issues and/or state programs and services.
This publication may contain copyrighted material which was used with permission of the copyright
owner. Publication herein does not authorize any use or appropriation of such copyrighted material
without consent of the owner.

All publications issued by the MIA are available free of charge on the MIA’s website or by request. The
publication may be reproduced in its entirety without further permission of the MIA provided the

text and format are not altered or amended in any way, and no fee is assessed for the publication or
duplication thereof. The MIAs name and contact information must remain clearly visible, and no other
name, including that of the company or agent reproducing the publication, may appear anywhere in the
reproduction. Partial reproductions are not permitted without the prior written consent of the MIA.

Portions of this brochure have been reprinted, with permission, from the National Association of
Insurance Commissioners.

Persons with disabilities may request this document in an alternative format.
Requests should be submitted in writing to the Director of Public Affairs at the
address listed below.

INSURANCE
ADMINISTRATION

200 St. Paul Place, Suite 2700
Baltimore, MD 21202
410-468-2000
800-492-6116
800-735-2258 TTY

www.mdinsurance.state.md.us

Martin O’Malley Anthony G. Brown
Governor Lt. Governor

MIA-LT-1 (09/09)



